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COMMERCE, DEPARTMENT OF
Nearly three million businesses will receive Census questionnaires this week
according to the Bureau of the Census. This is the first step by the Bureau
in conducting the 1982 Economic Censuses. The data obtained in the Economic
Censuses constitute the primary source of facts about the structure and
functioning of the economy for the private sector. The Economic Censuses,
conducted every five years cover manufacturing, mining, retail and wholesale
trade, services and professions, construction companies and special trade
contractors. Forms used in the censuses are tailored by type of industry
and request information on the volume of business, the number of people
employed and wages and salaries paid. Results of the census will be provided
for the U.S. as a whole and for each state. Information will be summarized
by industry, sales size, employment size and by single and multi-establish
ment firms. Firms receiving questionnaires are required by census law to
respond. The Bureau requests that the forms be completed and returned by
2/15/83. For additional information contact the Public Information Office
at 301/763-4040.
DEFENSE, DEPARTMENT OF
The Semi-annual Report of the Department of Defense on Audit, Inspection, and
Investigative Activities has been released and according to POD summarizes
the management improvement, cost-cutting, and fraud prevention and detection
activities of the Department's auditors, inspectors, and investigators.
This 119-page report, required by Public Law 95-452, was prepared by the
Office of the Inspector General in DOD and covers the six-month period which
ended 9/30/82. It summarizes hundreds of audit and inspector general recom
mendations designed to save money and improve the management of DOD operations.
In the area of internal audit and internal review, the report states that
10,608 reports were produced, recommending thousands of ways that DOD could
trim its spending and increase its efficiency. Those audit recommendations
which managers have already agreed to implement are expected to save
$331 million by the time all corrective actions have been taken, according
to DOD. A second group of audit recommendations subject to current
disagreement by certain DOD managers could account for another $747 million
in potential savings. In the area of contract audit, 32,932 audit reports
were issued, half of which were on forward pricing proposals. In these
reports, Defense Contract Audit Agency auditors questioned the validity
of more than $13 billion in costs.
FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
The 1982 Uniform Bank Performance Report is ready for sale to the general public
according to a 1/5/83 press release by the Federal Financial Institutions
Examination Council (FFIEC). This quarterly report, according to the FFIEC,
is an analytical device designed for commercial bank supervisory examination
and management purposes, allowing for either a summary or in-depth analysis
of an institution’s financial performance and trends. Copies of the report
can be obtained for $25-00, with quantity discounts available. For orderincr
assistance, contact the FFIEC at 202/389-4131.
INTERSTATE COMMERCE COMMISSION
The Uniform Railroad Costing System Report and the 1980 Railroad Cost Study
were recently released by the ICC. The report is being released in advance
of the ICC’s proposed rulemaking in Ex Parte No. 431, which will be used to
determine variable costs for setting railroad surcharges and calculating
jurisdictional thresholds. Copies of the report may be obtained by contacting
Bonnie Rothfolk at 202/275-0605.

-2TREASURY, DEPARTMENT OF
Temporary regulations relating to changes in accounting periods under Sec. 1-442-1
(c) of the Income Tax Regulations have been issued by the IRS (see the 12/29/82
Fed. Reg., pp. 57920-21). Currently, interest received from U.S. sources by a
foreign corporation is subject to a 30% tax withheld at source, but interest
received by a Guam or Virgin Islands corporation from U.S. sources is exempt
from these provisions. These provisions are "mirrored" in the Guam and
Virgin Islands Code. Thus, a Guam tax of 30% is imposed and withheld on
interest received by a foreign corporation from Guam sources. The temporary
regulations provide that for purposes of Sec. 1.861-2 (b) (2) and 1.861-2
(c) (2), income of a U.S. corporation derived from Guam sources that is not
subject to Guam tax shall be considered income from U.S. sources. When
mirrored as the Guam Code, these regulations provide that interest income of a
Guam corporation derived from U.S. sources that is not subject to U.S. tax
shall be considered income from Guam sources. Since interest received by the
Guam subsidiary from its second-tier subsidiary is not subject to U.S. income
tax it will be treated as income from Guam sources and, when paid to the
non-Guam parent, will be subject to the 30% tax imposed by Sec. 881 (a) of the
Guam Code and withheld by the Guam corporation pursuant to Sec. 1442 (a) of
that code. The regulations apply to corporations which file, after 9/3/82,
statements for a change in annual accounting period. For additional information
contact Jacob Feldman at 202/566-3289.
The financial industry has been granted partial relief from the interest reporting
requirements of the 1982 tax act, according to sources at the IRS. The
information reporting requirements which went into effect 1/3/83 must now
by completed by payors of interest on obligations issued in bearer form on
all interest payments above $10, and on certificates of deposit over $100,000.
The IRS waived the penalties for failing to report the payment of interest
until 4/1/83 for original issue discount on unregistered and U.S. government
obligations with a maturity of one year or less. For similar obligations with
a maturity of more than one year, the waiver was placed in effect until 7/1/83.
The IRS noted that the delay in the requirement is due to the "lack of readily
available sources listing the original issue prices of these obligations," and
that only the lack of this information "will be considered reasonable cause for
failing to comply with the reporting requirements." Further, this "reasonable
cause presumption" will not apply to U.S. savings bonds or coupons with respect
to original issue discount.
A clarification of the proper time for determination of the relatedness of the
transferor and transferee of depreciable property for purposes of Code
Sec. 1239 was recently proposed by the IRS (see the 1/6/83 Fed. Reg., pp.
667-68). Currently, Sec. 1239 disallows capital gains treatment on the sale
or exchange of depreciable property between related taxpayers. A taxpayer
and an entity are considered related if there is 80% ownership before or
immediately after the sale or exchange of depreciable property. Where there
is a sale or exchange between entities, there is relatedness if a shareholder
has 80% ownership (either actual or constructive) of the transferor before
the sale and the same shareholder has 80% ownership of the transferee
immediately after the sale. The amendment is proposed to be effective for
transfers after 1/5/83. Comments are requested by 3/7/83. For additional
information contact George T. Magnatta at 202/566-3459.
The services of some individuals will not be treated as services performed by
employees for federal tax purposes, according t o a recent IRS news release,
IR-82-159. Under IRC Sec. 3508, enacted by the TEFRA, the services of real
estate agents and direct sellers will not be treated as the services of an
employee if certain requirements are met, including the requirement that the

-3individual's employment status be stated in a written contract. The IRS said
that the regulations to be issued under Sec. 3508 will provide that for
services performed after 12/31/82, the written contract requirement will be
satisfied if the contract explicitly states that the individual will not be
treated as an employee for federal tax purposes. The regulations will require
a separate notice to the individual if a written contract is entered into
before 1/1/83, and, while stating that the individual will not be treated
as an employee does not specifically need to refer to the employment status
as being for federal tax purposes. In that situation the written contract
requirement will be satisfied if the person for whom the services are
performed gives the individual a separate written notice. The notice must
state by specific reference to the contract that the individual will not be
treated as an employee for federal tax purposes and that the individual is
responsible for paying their estimated income and self-employment tax.
While the written notice cannot be made retroactive, if a proper notice is
given by 2/28/83, the written contract requirement will be satisfied for
1983 and later years. For additional information contact the IRS Public
Affairs Division at 202/566-4024.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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